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Dear Sir or Madam,
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ASIFMA AMG Comments on SSE Stock Connect Implementation Measures
(Draft for Consultation)
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On behalf of members of the Asset Management Group (“AAMG”) of Asia Securities Industry &
Financial Markets Association (“ASIFMA”)?, | am pleased to submit our comments and suggestions
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ASIFMA is an independent, regional trade association with over 160 member firms comprising a diverse range of leading financial institutions
from both the buy and sell side, including banks, asset managers, law firms and market infrastructure service providers. Together, we
harness the shared interests of the financial industry to promote the development of liquid, deep and broad capital markets in Asia. ASIFMA
advocates stable, innovative, competitive and efficient Asian capital markets that are necessary to support the region’s economic
growth. We drive consensus, advocate solutions and effect change around key issues through the collective strength and clarity of one
industry voice. Our many initiatives include consultations with regulators and exchanges, development of uniform industry standards,
advocacy for enhanced markets through policy papers, and lowering the cost of doing business in the region. Through the GFMA alliance
with SIFMA in the United States and AFME in Europe, ASIFMA also provides insights on global best practices and standards to benefit the
region.
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on the Stock Connect Implementation Measures (Draft for Consultation) (the “Implementation
Measures”) released by the Shanghai Stock Exchange (“SSE”) on 19 April 2024.
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General comments
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Our asset management members welcome the expansion of the scope of eligible ETF products under
Stock Connect and the lowering of the assets under management (AUM) requirements and index
weighting requirements. In addition, we are grateful to the China Securities Regulatory Commission
(CSRC) and SSE for continuing to optimize the Stock Connect scheme and enrich its eligible products
in response to the interest and enthusiasm of investors and ETF managers to participate more in the
Stock Connect.
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We look forward to the eligible ETF scope under Stock Connect to be expanded soon to include all
Hong Kong or Mainland-listed ETFs that primarily invest in Hong Kong and the Mainland. This will
increase the number of eligible products under Stock Connect and increase product competitiveness,
which will ultimately benefit investors in both markets. We hope that ultimately, Stock Connect will
include all ETFs listed in Hong Kong and the Mainland, including those investing in overseas markets,
providing investors with diversified investment choices.
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Further lowering the index weighting requirement
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As for the proposals in the Implementation Measures, we suggest that SSE consider further lowering
the index weighting requirements from 60% to 50%) as this will not only allow more types of ETFs to
be included under the Stock Connect providing investors with more opportunities to diversify their
investments but also increase overall trading activities and market liquidity.
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Currently, the exchanges will determine whether an index tracked by ETF meets the index weighting
thresholds based on the data on the two ETF data cut-off dates each year (i.e. the last trading day of
March and September for Southbound Stock Connect). Because the weighting of stocks in an index
will change based on market prices, which fluctuate daily, some indices that have a stock weighting
around 60% may not meet the threshold on a particular data cut-off date. For example, some SEHK-
listed ETFs track the MSCI China Index which weighting was around 58% as of the end of March 2024,
which was less than 60%. As these ETFs meet all the other eligibility requirements for inclusion under
Stock Connect, should they be excluded just because their index weighting is a few percentage points
below 60% on a data cut-off date? We suggest that the index weighting requirement be lowered to
50% to provide more flexibility so that the above example ETFs can be included in the Stock Connect
products scope.
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In addition, currently ETF managers and the public know whether an ETF is included in the Stock
Connect at the same time, i.e., when the exchanges announce the list of ETFs on the second Friday
before the official inclusion date. As explained above, it is not certain to ETF managers whether some
indexes with a weighting of around 60% will meet the requirements on a particular data cut-off date.
These ETF managers will have very limited or no time to make the necessary preparations. Lowering
the index weighting requirement to 50% will give ETF managers clearer expectation on whether their
ETFs will be included under Stock Connect, allowing them more time to prepare. In addition, we also
recommend that the exchanges notify the ETF manager in advance after confirming which ETFs will
be included in the Stock Connect.
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Enable cross-border promotion
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There is currently no ability for ETF managers to explain their ETF products to investors across the
border and help investors better understand their products. For example, the differences between
one ETF and another with the same theme or tracking index. We hope that ETF managers can be
allowed to conduct some cross-border investor education, which will promote more investments in
ETFs through Stock Connect.
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Thank you again for the opportunity to comment on the Implementation Measures. We look forward
to seeing our comments and suggestions reflected in the final amendments. If you have any questions
regarding any of the foregoing, please feel free to contact me at eshen@asifma.org or Tel: 2531 6570.
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Yours sincerely,
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LT Eugenie Shen

ML Managing Director

TP HE % Head of Asset Management Group
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